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Max Santiago, Assistant Commissioner
Inspector General
California Highway Patrol
2555 First Avenue
Sacramento, CA 95818

Dear Mr. Santiago:

This report presents the results of the State Controller's Offrce (SCO) review of the California
Highway Patrol's (CHP) administrative practices and procedures for accounting and collection
of debt due the State. V/e conducted our review pursuant to Government Code sectìon 72478,
which stipulates that the State Conholler shall direct and superintend the collection of all money
due the State.

Our review disclosed the following:

o The CHP misclassified Driving Under the Influence (DUI) cost-recovery billings as

contingent receivables rather than accounts receivables, and failed to record the billings as

such in CaISTARS.

. The CHP does not have adequate controls in place to ensure acgsÍacy) reliability, and

completeness of the DUI cost-recovery billings.

o The maximum DUI cost-recovery billing was legislatively increased from $1,000 to $12,000
per case, but the increase was not implemented by the CHP for at least ayeat.

¡ The CHP's collection efforts and activities appear to be highly ineffective.

. A number of cases in which witness fees and DUI cost-recovery were not billed within
established timeframes.

Vy'e plovided a revised draft version of the repoft to CHP for review and response. The CHP's
response is included in this repod as Attachment A. In addition, we made comments on some of
the issues raised in the CHP's response, these are included as Attachment B of the report.

If you have any questions, please contact Mike Spalj, Audit Manager, at (916) 324-6984.

Sincerely,

Original signed b1t

JEFFREY V. BROWNFIELD
Chief, Division of Audits

JVB:wm
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Executive Summary
This report presents the results of the State Controller's Office (SCO)

review of the California Highway Patrol (CHP) administrative practices

and plocedures for accounting and collecting debt due the State fi'om
Driving Under the Influence (DUI) cost recovery billings, reimbursable

witness expenses, reimbursable services, and payroll accounts receivable

for the three fiscal years ended June 30, 2008. Our review was initiated
to ensure that the CHP has adequate processes and procedures to account

for and collect moneys due the State. Under Government Code section

12418, the State Controller is to direct and superintend the collection of
all money due the State.

Our review has identified the following concerns:

The CHP inappropriately classified the DUI cost recovery billings as

contingent receivables. Because the CHP is not properly recording the

billings in the CAISTARS Accounting System as accounts

leceivables, the CHP is understating the account balances. Moreover,
this practice allows the CHP to ínternally ignore potentially millions
of dollars in uncollected debts without review by the SCO, the State

Department of Justice (DOJ), and the Victims' Compensation and

Government Claims Board (VCGCB),

The CHP has inadequate controls in place to ensure the accuracy,

reliability, and completeness of the DUI cost-recovery billings. Under
the CHP's cunent process, each of the 102 CHP field offices is
responsible for keeping DUI activity logs and submitting reports to

the CHP headquarters. However, the controls in place are not
adequate to provide the necessary checks and balances to ensure that

the field offices report the data accurately and completely. This is a

serious intemal control weakness because any one of the field off,tces

could inadvertently misréport or not report the data without
headquarters' knowledge.

In 2004, the Legislature enacted a statute (Chapter 51, Statutes of
2004) that increased the maximurn DUI cost-recovery amount fi'om

$1,000 to $12,000 per case. Although the statute became effective
January 1.,2005, the CHP's accounting office did not implement this

significant change in the recoverable limit and continued to bill rurder'

the assumptiol that the maximum recovery anount was only $1,000.
The CHP did not implement this change until 2006. Therefole, fol
more than one year, the CHP was billing $1,000 on cases for which it
was legally entitled to bill up to $12,000.

The CHP's collection efforts and activities appear to be highly
ineffective. Our review found that, in most cases, the CHP did send

ont three collection letters as required in flte State AdntittistrcLtive

Manrnl (SAM). However, when the collection letters did not result in
payments, the CHP did not prepare analyses to detennine the most

cost-beneficial or cost-effective action to pnrsue under the specific

clrcun]stances.
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o The CHP's billings for witness fees and DUI cost recovery were iate

in a number of cases. Field offices are not adhering to the formal
policies and procedures for submitting the necessary information
within the established time frames.

Recommendations

The CHP should:

Discontinue the practice of treating DUI cost recovery billings as

contingent receivables and record such billings in its CALSTARS
Accounting System.

Enact appropriate control meastlres to ensure that DUI cost-recovery
billings are properly recorded in the accounting records and easily
accessible to management.

Develop appropriate policies and procedures to ensure that the billing
data generated by field offices are accwate, complete, and timely.

Consider sponsoring legislation for greater leverage in its collection
efforts, such as assessing intetest or- penalties on delinquentpayments.

Careflilly and continuously assess and monitor the effectiveness of the

private collection agoncy to determine whether its efforts are adequate

to address the CHP's needs.

Consider additional measures to increase its collection efforts and

activities, including establishing a collection unit at headquarters

and/ot contracting with other state depafiments, such as the Franchise
Tax Board, to collect debts.
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Review Report
Introduction

Background of the
California Highway
Patrol (CHP)

CHP's Authority
and Ability to
Collect Debt

The State Controller's Office (SCO) conducted a review of the Califomia
Highway Patt'ol's accounting and administrative practices and

procedures for collection of debt due the State from Driving Under the

Influence (DUI) costrecovery billings, reimbursable witness expenses,

reimbursable services, and payroll accounts receivable. We conducted

our review pursuant to Government Code section 12418, which stipulates

that the State Controller shall direct and superintend the collection of all
money due the State.

The California Highway Patrol (CHP) is a statewide law enforcement

organization The mission of the CHP is to provide the highest level of
safety, service, and security to the people ofCalifornia.

The CHP is divided into two major operations, Staff and Field. Each is

lead by an Assistant Commissioner. Staff Operations consists mainly of
administrative type activities (i.e., risk management, general counsel,

personnel management, information management, and adminishative
services). Field Operations mainly consists of CHP enforcement

activities. Field Operations also includes air operations, state ierrorism
threat operations, and protective services.

Field Operations is divided into eight separate field divisions and 102

field offices located throughout the state.

CHP has legal authority and the ability to collect debt based on the

services it provides.

DUI Cost Recovery

Govemment Code sections 53150 through 53158 provides the CHP with
authority to collect up to $12,000 for the reimbttrsement of a response

costs associated with incidents caused by a drivel under the influence of
an alcoholic beverage and/or drug.

Government Code section 53150 states:

Any person who is Lrndel the ìnfluence of an alcoholic beverage or any

drLrg, or the combirred influence of an alcoholic bevetage and any dtug,

whose negligent operatìon of a motol'vehicle caused by that inflLtence

ptoximately causes any incident resulting in an appropriate emergency

resporlse, and any person whose intentionally wrongfrrl cotlduct
proxirnately callses any incident tesLrlting ìn an apptopriate enret'gency

response, ìs liable for the expellse of an emergency response by a

public agency to the inciclent.
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Under policies and procedures adopted by the CHP, the CHP is to
recover DUI incident-related costs for alcohol atd/or drugs based on the

following criteria as cited in the Highway Patrol Manual (HPM) 11.1,

Chapter 20,DUI Cost Recovery Program:

r An arrest was made for a violation of California Vehicle Code (CVC)

sections 23152 or23753, or a greater offense involving alcohol and/or

drugs.

. The arrested party was determined by the investigating officer to have

caused a response to an incident.

o In addition to the above, one of the following must also apply in order

for the CHP to bill upon arrest:

o Blood alcohol level ofat least.08% or greater

o A commercial driver driving a commercial vehicle with a blood
alcohol level ofat leasl.04Yo or greater

. A conviction for CVC sections 23152 or 23153, or greater offense is
required rvhen one of the following applies:

o A blood alcohol concentration velifier test returns under .08

o A chemical test is positive for drugs only

o There is no supporting blood alcohol concentration test or drug test

(i.e., refusal)

Reimbursable Witness Expenses

The CHP is reimbursed for costs incured when its employees appear as

wihresses before any court or tribunal as reqttired by a subpoeua.

Goverrrment Code section 68097.1, et seq., provides that the State shall

be reimbursed for the salaries and expenses of a state employee

appearing before any court or tribunal in aqy civil action or proceeding in
connection with a matter, event, or transaction perceived or investigated

by him/her in his/her capacity as a member of the department.

Reimbursable Services

The CHP provides reimbursable services for the following functions ancl

pulposes:

¡ Motion picture industry (Governnent Code sectiou 14998.7)-Use
of traffic managetrrent set-vices

. Agricultural-Traffic control services during the transportation of
agricultural commodities

. Local/state/federal governmeltal entities, individual' and

corporation (Vehicle Code section 2410.5)-Providing supplemental

traffic and other lalv enforcement sel¡¡ices

¡ Extraordinary protective services (Public Law 98-164)-Requests
t'om FBI or the U.S. Department of the State to provide assistance

including transportation, escoft, and plotective security for national,
state, and foreign govenrrrrent officials and dignitaries
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Training agreements-Providing training courses to any external
entrty

Construction/maintenance zone-Increasing the safety of motorists

and construction/maintenance workers in state highway
construction/maintenance project zones

Dignitary protectiou-Providing protection to state constitutional
officers (e.g., State Treasurer, State Controller)

Safety services-Providing protective servic-es such as security

standby at meetings or hearings of various types, or bailiff services

for the Courts of Appeal, etc.

Scope, Objective,
and Methodology

Payroll Accounts Receivable

Government Code section 19838 requires reimbursement to the State of
overpayments made to employees. These overpaymeltts can arise fi'om

salary and travel advances or payroll warrants issued by the SCO.

Departments will notify employees (in writing) of overpayments and

provide them an opportunity to respond. The employee should be given

the opportunity to satisfo the amount due by payment in cash, check, or

payroll deduction. Departments should attempt to negotiate a repayment

plan acceptable to both parties. Written notification of overpayment to
the employee must be initiated within tlu'ee years from the date of
overpayment.

The scope of our review includes a review of CHP policies, processes,

procedures, and practices relative to its accounting for and collection of
debt from DUI cost recovery billings, reimbursable witness expenses,

reimbulsable services, and payroll accounts receivable for the three fiscal
years ended June 30, 2008.

Onr review objective was to detetmine whether the CHP properly
performs, in a timely mannet, the accounting and administrative
processes and procedures necessary to promptly collect amounts it is

owed. The objective included determining whether the CHP submitted to

the SCO any requests for discharge flom accountability of uncoliectible
accolurts-receivable balances with applopliate documentation aud

revlew.

'We pelformed tlie following plocedures:

¡ Reviewed pertinent statutes, regttlations, and written policies and

procednres regalding the CHP as they relate to the accourting and

collection of fines and restitution.

. Reviewed and
State Audits,
Audit Unit.

analyzed relevant audit reports issued by the Bureau of
the .Department of Finance, and the CHP's Intemal

. Reviewed and assessed the CHP's system of intemal controls as they

pertain to the accounting, trackiug, and collection of DUI cost-

recovery billings, reimbursable witness expenses, reirnbursable

services, and payroll accottnts receivable.
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Reviewed and analyzed the billings for the above services, as well as

the amounts recorded and collected.

Interviewed CHP accounting staff.

Performed tests of transactions to assess the effectiveness of controls

relating to the recording and collection of different types of CHP

billings.

Selected a sample of different types of CHP billings in order to
evaluate the accuracy and reliability of reported revenue and the

balances reported as accounts receivables and to detetmine if proper

recording had occurred.
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Findings and Recommendations
FINDING 1-
The CHP misconstrued
DUI cost-recovery
billings as contingent
receivables, tlrus
understating its
uccounts receivable
bøl¡tnces and
circumventing state
controls.

Since fiscal year (FY) 2004-05, the California Highway Patrol (CHP) has

inappropriately classified the Driving Under the Influence (DUI) cost
recovery billings as contingent receivables. By classif,,ing such billirgs
as contingent receivables, the CHP is not recording these billings in the

CALSTARS Accounting System as accounts receivable, thus

understating the account balances. Moreover, this practice allows the

CHP to overlook potentially millions of dollars in uncollected debts

without review by the State Controller's Office (SCO), the State

Department of Justice (DOJ), and the Victims' Compensation and

Government Claims board (VCGCB).

The CHP apparently began classifying DUI cost-recoveLy billings as

contingent receivables after the SCO denied $655,891 of the $721,640 in
accounts receivable that the CHP requested be written off during FY
2003-04. Until then, the CHP was recotding such billings as accounts

receivable and submitting the requests for Discharge from Accountability
to state control agencies for review pursuant to Stc¿te Adnùnistrative
Maru,tal (SAM) requirements. Treating these billings as contingent
receivables is contrary to SAM section 8776 rcqtirements, which states,

in pad:

. . . the difference between a contingent and valid accotlnts receivable is

the uncertainty of the legal obJigation. ISAM Section 87'76'11

. . . a valid accounts receivable is a receivable which is due and payable

and for whìch there is no apparent disagreement ovet'the validity of the

claim or the amount at the time it was established [emphasis
added] . . . disputes arisìng after the teceivable is established does not
convefi a valid receivable into a contingent receivable". [SAM Section

8716.21

The legal obligation for the DUI billing is clear. The CHP has the

authority pul'suant to Government Code section 53150 through 53158 to

pursue cost recoveries incuned in r-esponding to alcohol- or dlug-related
traffic incidents. There were no apparent disagreemeuts over the validity
of the claims or the amounts at the time they were established. However,
citing an e-nail dated Novembet 18,2003, the CHP asserted that tlie
Department of Fiuance (DOF) authorized the treattnent of DUI cost

recovery billing as coutingeut receivables.

The text of the CHP e-mail to tlie DOF is as follows:

By the way of this e-mail, CHP is t'equesting clarification oll the "write-
off' process fol contìngent receivables.

The majority of contingent receivables that CHP attempts to collect on

consist of invoices sent to persons who, while rrnder the inflLrence of
alcohol and/or drLrgs, ale involved in and are the caltse of an accidellt.
They ale billed in accordance with Government Code Section 53130

throtrgh 53 
,l58 which ar-rthorizes the CHP, Lttlde¡ the DUI Cost

Recovely Plogt'am, to seel< t'eimbtlt'sement fol'the filll costs itrcr.nr-ed in

respondìng to alcohol or drr"tg related h'affic accidents (emphasis

added).

7



This type of billìng is often contested and/or the validity of the claim js

challenged. These billings are not established as accounts receivable
due to Lrncertaìnty of the legal obligation and the likelihood of
collecting the monies ìs "slim". Of the amou¡t billed annually less then

30% js collected (ernphasìs added).

What is the process to "write-off' the contingent receivable after every
effort has failed and it is no longer cost effective to ptttsue?

The DOF's response to this request is as follows:

Since this is not the typical write-off pet SAM Section 8776.6, you will
only need to reverse the entry that was made to create the contingent
receivable.

The e-mail to the DOF nakes it clear that the CHP has ah'eady decided
to treat DUI cost-recovery billing as contingent receivables; it merely
requests instruction on how to write off such receivables. DOF staff
members informed us that the DOF's response to the CHP was strictly
related to the procedures to "write off' contingent receivables, and was

not meant to indicate whether the DUI cost-recovery billing should or
could be considered contingent receivables. Therefore, the CHP's
assedion that the DOF authorized the practice is invalid.

The improper practice of treating DIII cost recovery billings as

contingent receivables has led to the following deficiencies:

The CHP significantly understated accounts receivable balances in its
formal accounting records and financial statement. The CHP did not
record any DUI cost-tecovety billings in CAISTARS, its formal
accounting system; thus, it understated the recorded and reported
balances. Because of questions over the accuracy and reliability of
data maintained by the CHP (discussed below), we could not
accurately determine the understated amount. However, according to
its records, the CHP contracted with a private collection agency to
collect DUI cost-recovery billings totaling $4.3 million in FY
2006-01 and $5.3 million inFY 2001-08. Therefore, the understated
amount is at least $9.6 million over the two fiscal years.

The CHP circumvented state controls by internally writing off
accounts l'eceivable rathel than seeking approvals fi'om outside State

control agencies. State departments that wish to write off their
accounts receivable are required to file a Request.for Dischatge From
Accountability with the Victirn Compensation and Goverlment
Claims Board (VCGCB) thror.rgh the SCO and/or the Attomey
General's Off,rce (AGO). The VCGCB, the SCO, and the AGO
evaluate the adequacy of a department's collection efforts before
deciding whether the request should .be apploved or rejected. By
treating DUI cost-recovery billings as contiugent receivables instead
of acconnts receivable, the CHP, without outside approval, transfened
any uncollected amounts ìnto the archive section of the database,

effectively writing off the accouuts.
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Moreover, the DUI cost recovery billings are not recorded in the CHP's
formal (CALSTARS) accounting records; instead the CHP accounts for
such billings in a DUI Cost Recovery System (DCRS), an access

database system. CHP staff members have had considerable difficulties
in generating reports showing how much has been billed and collected
and the remaining balances. V/hen CHP staff members did produce data,

the accuracy and reliability of the data was questionable. Examples of
problems noted during oul'review include:

According to a report generated under the DCRS, the CHP had an

outstanding DUI accounts receivables balance in excess of
$16 million as of June 30, 2008, for amounts billed from January 1,

1997, through June 30, 2008. However, the CHP couid not
substantiate this balance through a listing or other documentation to
show what the $l6million consisted of Thus, the validity of the

$16 million balance is highly questionable.

The CHP provided us with four reports, generated by DCRS, of the

DUI cost-recovery billings for two different time periods. Based on
cursory reviews, we identified numerous disclepancies in these

reports; these include:

o Billings shown as $1,000 on the repofts are in actuality between
more than $1,000 to $12,000. ht2004, the Legislature adopted a

statute (Chapter 51, Statutes of 2004) that increased the maximum
amount of DUI recovery from $1,000 to $12,000. Despite the fact
that the statute went into effect January 7,2005, the DCRS report-
writing program has not yet been updated. The reports provided to
us show 666 billings and 1,853 billings at $1,000 for FY 2006-01
and FY 2001-08, respectively. In actualify, each of these billings
could be significantly higher than $1,000.

o Invoices should be in numeric order. However, in our review of
two billing reports, we noted gaps in the numbering, suggesting
that invoices may be missing from the reports. One example is the

gap between invoice #100023 and invoice #70002'7, where three
invoices wele missing from the Invoice Billing Report generated

by DCRS. Each invoice could represent up to $12,000 ûr billings;
therefore, the r-eports could be understated by significant amonnts,

o In the payment repotls, we uoted invoices in which payment
amolrnts were left "blank" (invoice #064883) or invoice amounts
were "0" (invoice #108301). Due to the weakness of the DCRS
report, we are turable to verify whether invoices were paid.

Without compiete, accutate, and reiiable repotls showing the nnmber and

amounts of DUI recovely billings, the atnounts collected, and the

arlounts still outstanding, CHP mauagemeut's ability to tlack and

monitor the effectiveness of its collection efforts is questionable.
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FINDING 2-
The CHP ltas
inadequøte controls itt
pluce to ensure the
scct racJ), reliability, and
completeness of DUI
co st-recov ery billings.

FINDING 3-
Poor communicatiott
resulted in significant
underbilling of DUI cost
lecovery during 2005.

FINDING 4-
The CHP's collection
efforts and sctivities
appeur to be higltly
ineffective.

We found that the CHP's Administrative Services Division has

inadequate controls in place to ensure the accuracy, reliability, and

completeness of the DUI cost recovery billings. Under the CHP's current

process, each of the 102 CHP field offices is responsible for keeping

DUI activity logs and submitting reports to CHP headquarters. CHP

headquafiers plepares billings based on the reports (Form CHP 735,

Incident Response Reimbursement Statement) submitted by the field
offices. Howevet, controls in place are not adequate to provide the

necessary checks and balances to ensufe that the field offices reported all
the Forms CHP 735 data accurately and completely. This is a serious

internal control weakness because any one of the field offices could

inadvertently misrepofi or fail to report data without headquarters'

knowledge.

Available data at the CHP shows that there are approximately 21,000

DUl-related accidents annually. For FY 2006-01 and FY 2001-08, The

CHP issued approximately 6,800 and 12,000 DUI cost recovery billings,
respectively. While not all accident cases meet the established criteria

and result in cost tecoveries, CHP headquarters has no means by which

to determine the legitimacy of the cases not billed. As each case could

potentially result in $12,000 in cost recovery undel the Government

Code, the sum of nnreported DUI cost recovely cases in the CHP could

be highly significant.

As noted under Finding 1, the Legislature in 2004 enacted a statute

(Chapter 51, Statutes of 2004) that increased the maximum DUI cost

recovery amount from $1,000 to $12,000 per case. Although the statute

became effective January 1,2005, the CHP's accounting office did not

implement this significant change in the recoverable limit and continued

to bill under the assumption that the maximum recovery amount of
$1,000. The CHP did not implement the change until 2006. Therefore'

for more than one year, the CHP was billing ouly $1,000 on cases for
which itwas legally entitled to bill as much as $12,000. Because of the

deficiencies in the CHP's DUI Cost Recovery System as noted under

Finding 1, we conld not quantifu the amount that was underbilled as a

result of this error. However, the potential amount could have been in the

millions of dollars.

SAM section 8176.6 r'equires state departments to pursue collection by

sending out three collection letters. SAM also provides that if the three

collection letters are unsuccessful, departments must plepale an analysis

to detemine what additional effort should be made. The analysis should

ilclude a cost/benefit analysis of one of lnore collection action that

i¡clldes offset ploceduLes, court settlements, collection agencies, a¡d

sale ofreceivables.

Our review found that the CHP did, in rnost cases, seud out the tht'ee

collection lettel.s as lequired by sAM. However, when the co]lection

letters dicl not result in payments, the CHP did not prepare analyses to

determine the most cost-beneficial or cost-effective action to pllrsue

under the specific circttmstances.
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Instead, we found that:

. The CHP's policy is to write off any accounts receivable under $250

after three collection notices. Although the vcGCB has delegated to

the CHP the authority to write off accounts receivables of less than

$250, we believe the VCGCB expects the CHP to exercise this

authority only after proper analyses showing that it is not cost

beneficial to pursue the parlicular case. Instead, the CHP computer

system writes off all such billings after three collection notices

without any additional efforl to assess the viability of collection. The

amounts for court witness Fees and Miscellaneous Fees formally
written off in this manner were $15,563 and $25,608 for FY 2006-0'7

and FY 2001-08, respectively. We understand the VCGCB is

considering increasing the delegation limit from $250 to $500. If the

CHP is granted such increased authority, the amount written off could

increase substantiallY.

¡ As the cHP does not classify DUI cost recovery billings as valid

acconnts receivable, its system peliodically transfers any billings
under $250 from an active account to an archive account after three

collection notices. The amounts of archived DUI cost recovery

billirgs under $250 were $123,8'7'7 and 592,210 for FY 2006-07 and

2001-08,respectively..We found no evidence suggesting any effort by

the CHP to collect archived accounts. Again, the amount of DUI cost

1'ecovery billings archived could increase significantly if the CHP's

delegation is increased from $250 to $500.

r Except for accounts due t'om other governmental agencies, the

cHP-without further analysis-refened all accounts receivable of
$250 or more to a private collection agency. However, based on data

provided by the CHP, the effort of the private collection agency

ãppeared to yield dismal results for DUI cost-recovery billings' The

results are as follows:

Nuurber of DUI Invoices

Fv 2006-07

7,123

FY 2007-08

7,848

Total Referred Total Collected Collectiolr Rate

The private collection agency effofis pertainiug to Court Witness Fees

and Miscellaneous Fees yielded much better t'esults, as follows:

Nunrber ol Court Witness

and M iscellatteotts Fees

FY 2006-0'7

197

FY 2007-08

166

s4,2'73,827

$s,348,587

Total Refen ed

$492,938

s401,629

s274,850 6A%

$356,387 63%

Total Colìected

$ 102,860 ?09%

$ 199,169 48.9V"

Collection Rate

Despite the overall low rate of collection, ottr leview fonnd no evidence

suggesting that the CHP had made inquiries or analyses to detemrine the

cause of the apparently low collection rate or whether there may be other

-11-
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FINDING 5-
The CHP billings for
teitness fees and DUI
cost recovery were late.

alternatives that would improve the effectiveness of the DUI cost-

recovery collection effofi. The CHP has made no apparent effod to
review or monitor the activities of the collection agency. Moleover,
citing voluminous data, the CHP staff stated that the CHP does not
periodically reconcile the amounts and the number of accounts it has

refered to the collection agency against the collection agency's records

to ensure the completeness of transactions. As the CHP solely relies on

the collection agency's records and reports, it does not have any control
mechanism in place to preclude inadveftent omission of data by the

collection agerrçy, which in tum could lead to abuses.

The CHP apparently transferred to its archived account any amount

deemed uncollectible by the private collection agency' The private

collection agency annually generated a computerized listing of the

outstanding accounts. The CHP would forward the listing to the

Franchise Tax Board (FTB) for possible offset against any possible

income tax refunds. According to the CHP's records, the FTB was able

to collect thn'ough its offset process another $211 ,824 and $385,686, for
FY 2006-01 and FY 2001-08, respectively. The remaining amounts,

which amounted to millions of dollars annually, apparently were
transferred to archived accottnts without any ftirther assessment of the

viability of collection.

CHP billings for witness fees and DUI cost recovery were late in a

number of cases. Field offices are not adhering to the formal policies and

procedures fol submitting the necessary information within the

established time frames. We noted that three out of the ten billing
packages were submitted from 82 to 168 days after the date the CHP

officers appeared in court. Generally, it is more difficult to collect fees as

tlme passes.

The Highway Patrol Manual (HPM) 11.1, Chapter 10, Subpoenas/

Subpoenas Dnces Tecum Compliance Crìminal/Civil Appearances:

Paragraph 14(b)(1), states:

The CHP 90 shall be prepared ìn duplicate. The oligirral along with the

related tlavel expense claim and subpoena (or copy theteof) shall be

sLrbmitted to the Accounting Section within 24 hours. The duplicate
shali be letained in the commarrd file.

The HPM 11.1, Chapter 20, DUI Cost Recovery Program: Paragraph

4(b), requiles that a completed form CHP 735, Incidents Response

Reimbursement Statement, shall be forwarded to Fiscal Management

Selvices, Reimbursable Services Unit within ten business days of the

Blood Aicohol Concentration lesults date or the convictiou date

Additionally, onl Leview of 135 Area Statistics reports from the fourth
quafter of FY 2007-08 disclosed that area offìces subrnitted ntlmerolls
DUI Costs Recovery Services Packages at least 100 days after the blood
alcohol concentration results ,were received or the DUI cases were

convicted. For example, we noted that 30 of the 68 packages submitted

by one fieid office r.tere at least 100 days late.

-12-



RECOMMENDATIONS The CHP should:

¡ Discontinue the practice of treating DUI cost recovery billings as

contingent receivables and record such billings in its CALSTARS
Accounting System.

Enact appropriate control measures to ensure that DUI cost-recovery

billings are properly recorded in the accounting records and areeasily

accessible to management.

Develop appropriate policies and procedures to ensure that the billing
data generated by field offices are accurate, complete, and timely.

Consider sponsoring legislation for greater leverage in its collection

efforts, such as assessing interest or penalties on delinquent payments'

carefully and continuously assess and monitor the effectiveness of the

private collection ager1cy to determine whether its efforts are adequate

to address the CHP's needs.

Consider additional measures to increase its collection efforts and

activities, including establishing a collection unit at headquarters

and/or contracting with other state departments, such as the Franchise

Tax Board, to collect debts.
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SSb ol Go$fomlå-å{r5he¡ç, Tr¡rspflbdü and Flcurirg Ager*y ARNCLD ECfIWARZFNËGGÉÊ, Governor

OEP¡XTT'¡E¡iT OF ÊALIFORNIA IIIGHWAY PATROL
P.O. Box 9438S8

Sârr¿monto, CA 9429840Û1

fg,lt) 157.71t2
(800) 735.2Ð29 {rT/TDÐ)
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February 10.2009

File No.; 001,.4'13741'01 0

The Honorable John Clriang
Califbrnia St¡te Controller
300 Capitol Mall, $uite 518

Sacrarneito. C¡\ 95 8l 4

Ðea¡ State Controlle¡ CJhiangl

The Statc Conf¡olltr's Clffìce (SCO) conducted a review of the Califomia Highuay llalrol's

(CHP)reimbursableprocess. OuJa¡ruary 26,2iO9,the SCO i,s.luedtheirrevised drafireport

àoil"i,.Accounting and Ädmiûistradvo Processes and P¡ocedures lo¡ ColJectiorr of Debt Ðue thc

Statß."

The following is the CHP's re spolrse to the SCO's relised draû report'

FINÐING T ThaCEtr Riscon*trueil Driving llnder the Influence (I)'[II) *ost recovery/ 
-

tri¡tags as contÍngent rcccivubl$, thu¡ ¡raderst¡¡ting if* seeounts rtceir'¡ble balanee* snd

circunventin g stata controls,

SCO *ecommend¡tisn: Ðiscontinue the pracice of treating DUI cost reeovcry billiagr as

contingenf reccivables and recr¡rd such billings in its CÀLSTARS Accounting Sysæm'

Response: CFIp c¡ncurs that DUtr cost recovery billings sìlould be ciassifi.ed as valid açcounts

receivables and will record thcm as sucb in CALSTAR$'

H owever, the Deparlmeni disagrees lvlth the revie+ærs' observalion regardilg the validit)' of làe

ac(jourlts rËceivoúle balancc inihe OUt Crrst Reco'r'çrv Si'stem (DCRS) and the availabiìÌry rrf

docurncntation supp0úing thal balancc, At the timp of the review, documentation v"'as available

to vali<late rlìe âÊcouiüs rãceivable balance, The scG rcvie.¡,ers rryatled tlte docutnentatiou in ail

.i*"tonic I'ornat, The docurncrilafion wås not avnilable electronically' However, lbe

llepu.tro*t rvas willing to provi<]e ttre SCO reviewers a printout of the document¿tion' Since

the documentation 
.was nolãr'ailable in the format reviervBrs, it was not

reviewecl, 'tlle ÇHP has concenr wíth the SCO's atíon (e'g'' invoicc

i*nitn and amourrl of ìnyoices) in the DCRS as afler the reviewers onJl'

conduercd À cursôry fe\'¡er '. lf the sco revi.ewers had examined the available DCRS

(1)
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documentation antì sourçe. doctlments) lhe issues raised would have been resolved' The CllP is

i. ,fìu-pràr".t 
"f 

dcveloping atkliticural feports for the DCRS that will show the' number and

n*torrrt$ of DIJI cost ,.rouãry biilìngs, the amou::ts collected, and the amorults outstaneliog'

Adtlressing the specific conQems noted in the revised draft report:

r The DCRS report *howed ¡rume¡'ous billingr at $1,000 for FY 2Û06-07 and 2007"08 evcn

ttrpugh th+ m¡riruum rocovely billing was raised from 31'000 tcr $12,000 in 2005' Thc

o"to^î fritting, within the databÅe lists ihe corrcct amoulÌs in accordaûce lvith the revised

maximufil billing amount, and lhese anlounts are billed'

r The CHp rloes ilot crÊate invoie€É in uumsric order. The gap between invoice t¡umbçrs

nOte<l in the reyised draff report was eôused. by three clc¡sed invoice s' This infonnation was

offerccl to rhe reviewers, bui rvas ncrt rcfleoted il the d¡aft ¡evised report,

, Invoices in fhe ÐCRS repÕrt showed a blnnk or had a 'ro'' for l,âymeHt amounts' This

s,as 
"uus",l 

by irrvoiccs beìng tùUy collecte<J, but not l¡ansferred to the inactivc filcs'

Doc.rurrentali<¡n from DCRS fç, support the statcmenls above ìs enrlosed for revitg'' Ënclosure

t'Íl )

IïI,¡DII{Ë Z: Thç CHP foas inadequatt ÈúnfrolÉ in place tl en8ure ?Le aecurary, reliabilil¡,

and compìeteness of DllI cost recovery billiags'

SCO RecomrnÊnd¡tiûn: Enact appropriate controì nìeasures to ensure tliat DUI cçst recovery

Uiif ing* are properly recorclctl in the accou¡ting re.cords arrd easil,v accessible to mgnage¡rent'

SCO Recoqrüelrdafion; Þevelop appropriate policies and proceclures to ensu¡e thåt the bilting

data generaied 1r1i field ofiìces are accwate, complete, and 1ime1y'

Response; thc cHP dísagrees r¡¡ith-this flnding. The cHP has a decelrtralizcd internd conuol

systäm over iis DUI cost rãoo'ery bilìing process, @nclosure il2) Both CHP's *nif¡mted a¡rd

r¡,on-unifbrmed employees reeeive trafuring in the DUI ooslleÆ0\fçry process- The CIIP has

"-p--.*¿ 
the fieid comrnan,J *ith pdmar¡ oversightthat reqnires seYerai levels of review:

. The anesîing o¡¡ cer, rvlro respon<ls to the incident and anests a driver for a lltIl-related

çffense.
. Tïe scrgeant, who responds to the süeflè âfld assists rVith thç ¡nCidÇnt comn¡¿nr]

rcsponsibil ities,

r The court oflicÈr, who Îronifors the criminal prosectltion ollhc arresÌce and eusurcs the

prornpl processing of thc DUI gost rçcovery billittg'

. nr. *uitiple leve'ls of ruanagerial revi¿w to çnsure âcÇ'urac]' and the pnrcessing of relatecl

papeñvofk,

(2)

(3)
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througllout the DUI cost lccovery process

ces Division (ASD), and betrveen the ñç1d

a¡e recordcd in the DCRS and easilY

rs sends to all field and ßivision offic¿s

,lhcrebY a

If thele is 0

Provide cl aI

irternal control sYstems t!91

nternal auditors in 200?. es in (4)

' F-rom il u 
"udt Periods I cosl

recoïery Process hæ not changed'

In additiorr, the revised clrafì report rrot b¡I1

relat¿d accidcrLts annually. Not a1[ qualify Cost

Recovery.Program. 
'l'here are scve -ielsted tbr

rhe ÐUl Cost Recovery Prograrn:

. is assistin or sherifTs

is not the

drscovçrs 
acci<Jent,

nse (Califomia Vehìele Code Sections 23 152

ollense (California Vehicte Code Sections '

.se.

r The driver's blood alcohol concentratlon is belo'tu'the legal limit'

Thc reviserì draft report cites of Dlll-re

sarne report shcrws over 2,?0 iver had b

l, on¿å úe influence . 'l his do not qu

re/¿ovety biìlíng'

tinrJing 3: Poor comurunicstion resulisd in signi{ieant uaderbilling of DLñ cost recovery

during 2$05.

sco Recommendation: sco did not f,Ïovide a¡y recomlúendatiÖn regarding tlus frnding'

e finding. At the tirne, t"he Cl-IP's accounting oflìc9rv-93.- 
.

. ,All new legislation enacted ìs now tevicwed by tlre CIIP's

tre âwarc of *y 
""'u 

legislation that *'ill impact the CllP's

progtants'
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FindÍng 4: CIIP'5 c.oll¿ctiou cffortr and aclivities appear to be highly ineffective.

SCO Rccommenilafion: Consider sponsoring legislation for greatet leverage in its collection

elïorts, such as assessìng interest or penalties on delinquent pa)'rnçnts,

SCO Recommend¡tion: Cæefirlly and continuously assess and monitor the effectiveness of the

privaæ collection agency to determine rvhether its efforts are adeqnate to address the CIIP's

needs.

Response: The CHp disagrees with this finding, The CHP's policies and practices f'oìlow State

ÁJ*inittrutiue Mnnual (SÁfr¿; Section 5176.6. It appears ihe SCO rwiewers expeçt the CFTP 1o

conduct a cost beneJit ønalysis after collection activitiE$ llave been p+rformed. This is currently

not a requirement in 8,4lvf; lherefore, it has not been performed'

The SCO's recoml

option. The tlueat
paying t}e invoice
increase revenugs,

balanccs even higher. lf an invoice is unc¿llecti

Fianclúse Tax Bãard (FTB) have all tried to collect, then it is a safe asswnption tlte dollars will

not be recovçred througþ'any further means'

The SCO ¡eviervelr stated the CHP's collection rate is low. The CHP believes the sollection rate

j s a reflection of tfie riiffrcult nature involvcd in collecting on these particular receivabl es ' Iu
fact, as noted in the report, the ClIPls collectiott lates havÊ incrçæed arrnually' lt shouldte

noted SAM doos not set f;Íh a minimum expected lecovery rate on eollçctio'ns' In'addition, the

ðHp o¡y pays the collection agenc,y a set percentage on thosç dollars recovered.

Regarding the CHP's policy to write offacc
Section 13943.2, provides that upon wriften

Governrnent Claims Boald' stat¡ depa¡lrnenls m

less. Even u'ith this authority, horvever, arul co

computel system writes off ali such billings afte: 
- 

al

.ffort to asses,s the viabiLiry of collection,; the cHP elects to send all valid accoruits receivables

over $25 to the FI'B fo, oíßet. All accounts receivables are revieçved to âssess the viability ol

collection.

SCO Recommendation: Consider aclditional measures 1o increase its collection eflbrts and

"rtiuiri.r, 
including establishing a collection unit at headquæters and/or conüacting with other

shte departnents' such as the F'IB, to collect debts'

Response; 'I'he cHP alreadv utilizes rwo of the four actions recommended in sAM section

S776.6. in the event that the'three collections letto¡s are msuccessfu]. The C]lP hired a

(5)

(6)

(7)

\o/
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collccrio
efTective
going tc'

very proactive in its colleciion process,

Finding 51 1'hc cIIP blllings for witness fees snd DUI corf fecovel}J wsre l¡f€.

SCO Rrcoalmendafion: SCO did not provide any recorlmçrrlation tegaLding this änding'

Response; The Deparur:e fit agreeswith this findirrg and had previously implemørted the

followi ng corrective actiôns:

. Tlie Ðe¡ralment's l'iscal Managemeìrt Sèction (FMS) staff revïews the DUI cost

t nov"ú bilings rvl¡slr received lrom a field offrce'

r ]-.lv.Îs staff prcpares qusrtefly roPortÁ of all Ðul billings received and the average time

taken to submit.

r FMS commantler notifres the field office comnanders and theìr respective Division

comrn¡urder quarterly of au DUI tost lecÔvery billirrgs and datc of reccipt

r These l.eports are to assist Division and field eammanders to identifu ând resclve late

reportilg'

I¡l an effo¡l 1o rçsolvo the cr¡ncem cornpielely, the cH? co¡ltinucs to emphasizl the im¡ortancc

of rhose de¡artmentai policies regularly'

\ïe appreciate lhe opportr.nity to respond to tbe reli*e<l drall report. If you,have any quesÌions,

o, r.qoi." fi:rther inio.matiori, plearå contact A sistârit ConrnisSioner Max Santiago at

(916i) 657-1255.

Sincerely,

\! a lãÉÊô*5
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Attachment B-
State Controller's Office Comments on

California Highway Patrol's Response

We are providing the following comments on the Califomia Highway Patrol's (CHP) response to our

revised á.uft t"po.t. The comments below conespond to the numbers we placed in the margins of CHP's

response.

(1) The CHP has mischaracterized our finding. Throughout the course of our audit, we repeatedly made

requests to Administrative Service Division (ASD) staff and management for accounts receivable

reports showing beginning balances, changes during the month, and ending balances to substantiate

the accuracy of the database and to evaluate the overall effectiveness of collection efforls. Even

though snch a report should be readily available because the information is essential for the CHP

management to manage and analyze its collection efforts, we have yet to receive any such report, "in

alty fórm - printed or electronic," substantiating the Driving Under the ltlfluence (DUI) accounts

reóeivable 
".rdiug 

balance as of June 30, 2008. Instead, vr'e were consistently informed during our

review and at the meetings with CHP staff that the reports generated by the DCRS were not accurate;

this raises questions as to how the CHP management could track and monitor its collection efforts.

This issue was also discussed extensively during the pre-exit conference meeting of January 8,2009'

with ASD management and staff and the CHP Office of Inspector General's management and staff.

After the meeting, CHP staff provided two additional reports that purportedly validated the DUI

ending accounts receivable balance as of June 30, 2008. The first report was a listing of all of the

invoices billed for fiscal year (FY) 2005-06 through FY 2007-08, and the second report was a listing

of all the archived invoices for the same time period. However, these two reports reflected only a

listilg ofinvoices and did not support the accouuts receivable balances as ofJune 30, 2008.

The CHP stated in its response that it is in the process of developing additional reports for the DCRS.

According to the CHP, the additional reports will show the number and amounts of DUI cost recovery

billings, the amonnts collected, and the amounts outstanding. In effect, the CHP is acknowledging

that ii does not have any of the reports available that we requested during our review, raising

questions as to how the CHP could effectively track and mouitor its collection efforts'

(2) The CHP's response further validated our finding that questioned the accuracy and reliability of
reports ge¡erated by DCRS. The fact that some valid invoices were omitted from the "reports" and

the collected invoices were not transfered to the inactive fiies would strongly suggest that the CHP

could lot rely on any reports generated by DCRS to make management and programmatic decisions.

(3) We disagr-ee with CHP's assertion that it has adequate coverage aud controls between the ASD and

field offices. According to the CHP, the field offices ate empo\¡/ered with the primary responsibility

and oversight over DUI activities that require several levels of review. Therefore, the ASD

exclusively relies on what is leported by field off,lces without any assurallces that the repolted

informatio¡ is accurate, complete, and totally accounted for. While the decision to decentralize is a

managemelt prerogative, it must be accompanied by applopriate mauagement control and oversight.

We noted that there \Ã/ere approximately 21,000 DUI incidents pet yeat; however, held offices

r-eported to tlie ASD only approximately 6,800 incidents that resulted in DUI cost LecoveLy billings

driring Fy 2006-01 . The CHP responded that over' 2,100 DlJl-related accidents were determined to be

'ot 
billable. There is no documentation at ASD to account for the 11,500 remainiug DUI incidents

that tve¡e ¡ot billed, which stlotgly suggests the need fol gleater cotltrol and oversight by CHP

headqr.iarters.
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(6)

(7)

(4) We believe the scope of audits performed by the Department of Finance (DOF) in 2005 and by CHP

internal auditors in 2001 did not encompass an in-depth review of the CHP's collection system and

processes. The fact that neither audit disclosed that the CHP misclassiltes its DUI cost-recovery

billings as contingent receivables would suggest that the scope of the DOF audit and the internal audit

was limited.

(5) The CHP's policies and practices do not follow the requirements as specified in the State

Administrative Manual (SAM). SAM section 8176.6 (Non-employee Accounts Receivable) states, in

part:

Collection Actions Review - If the three collection letters ale tlnsuccessfirl, departments will prepare

an analysr's to determine what additional collection effofis shor.rld be made. The analysis should include

a cost/benefit analysis ofthe collection actions. . . .

The CHP could not provide us with any evidential matter to show that it performed any type of a

cost/be¡efit analysis regarding additional collection efforts. Therefore, the CHP is not adhering to the

requirements of SAM with regard to performing cost/benefit analyses.

Our recommendation to pursue interest or penalties on delinquent payments is a common and

customary practice designed to provide greater incentive for voluntary compliance. In rejecting this

recommendation without any empirical data or support to suggest that this approach is not feasible,

the CHp has failed to identifli and pursue other alternatives to provide it with grealer leverage in its

collection effort with respect to DUI cost recovery billings.

As noted in the report, the DUI collection rate by the private collection agency in FY 2006-07 and FY

2001-08 was 6.40/o a:nd 6,7Yo, respectively. Despite this apparently dismal collection rate, the CHP

continues to rely solely on the same collection agency and has not performed any inquiry, evaluation,

or analysis of the adequacy of its collection efforts. Thus, the CHP's assertion that the collection rate

is a reflection of the difficult nature of the billings is unsuppofied'

(8) It is our understanding that, effective in December 2007, the CHP changed its policy and stafied

sending all outstanding accounts receivable over $25, with a Social Security Number, to the Franchise

Tax Board (FTB) for offset. The CHP should also consider referring these accounts to private

collection agencies for collection prior to the FTB offset requests.
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MONTHLY STATUS REPORT
STATE CONTROLLER'S OFFICE AUDIT REPORT

June 1,2009

FINDING 1 - The CHP misconstrued DUI cost-recovery billings as contingent receivables,
thus understating its accounts receivable balances and circumventing state controls.
COMPLETED _ FEBRUARY 2009.

In February, the Department agreed with the State Controller's Office (SCO) recommendation to
record DUI cost-recovery invoices as valid accounts receivables. At the end of each fiscal year,
FMS will record the valid outstanding accounts receivables amount in CALSTARS and the
amount will be reflected on the Department's year end financial statements.

FINDING 2 - The CHP has inadequate controls in place to ensure the accuracy, reliability,
and completeness of DUI cost-recovery billings. ONGOING - JUNE 2009.

Current policies and procedures, though decentralized, provide adequate controls. It should be

noted, however, in 2008, prior to the release of the report, the CHP identified receivables,
including DUI cost-recovery, as a high risk category. In response, all receivables currently in
process will be subject to a 100 percent field inspection, The inspection's comprehensive review
procedures are designed to fuither ensure the accuracy, reliability, and completeness of DUI
cost-recovery billings.

FINDING 3 - Poor communication resulted in significant underbilling of DUI cosl-recovery
during 2005. COMPLETED - FEBRUARY 2009.

The State Controller's Office did not provide any recommendation regarding this finding. All
new legislation is now reviewed by FMS to ensure we are aware of any new legislation that will
impact CHP programs or policies.

FINDING 4 - CHP's collection efforts and activities appear to be highly ineffective.
IN PROCESS _ JUNE 2009.

In May 2009, FMS went out to bid for a new contract for the Department's collection agency.
Changes were made to prior bid specifications that incorporated some of SCO recommendations.
The contract is for three years and the Department requested the vendor provide reasons for
accounts deemed uncollectible. A three-year contract provides the vendor more time to collect
on the accounts and possibly increase their recovery rate. Giving the reason the account is
deemed uncollectible will be helpful when the Department applies for discharge of
accountability. In addition, the Department will send all invoices with a valid social security
number over $25 to the collection agency and Franchise Tax Board for offset once our database
can be updated to reflect the change.



FINDING 5 - The CHP billings for witness fees and DUI cost recovery were late.
COMPLETED _ FEBRUARY 2009.

The Department agreed with this finding and has implemented the following corrective actions:
o FMS reviews the DUI cost rec.overy and witness fee billings when received from a field

off,iee.
o FMS prepares quarterly reports of all DUI billings received and the average time taken to

submit.
o FMS commander notif,res the field office commanders and their respective division

oommander quarterly of all DUI cost recovery and witness fee billings and date of
receipt.

o These reports are to assist division and field commanders in identifying and resolving late

reporting.



SIX MONTHS STATUS REPORT
STATE CONTROLLER'S OFFICE AUDIT REPORT

September 1,2009

FINDING 1 - The CHP misconstrued DUI cost-recovery billings as contingent receivables,
thus understating its accounts receivable balances and circumventing state controls.
COMPLETED _ FEBRUARY 2009.

In February, the Department agreed with the State Controller's Office (SCO) recommendation to
record DUI cost-recovery invoices as valid accounts receivables. At the end of each hscal year,
FMS will record the valid outstanding accounts receivables amount in CALSTARS and the
amount will be reflected on the Department's year end financial statements.

FINDING 2 -The CHP has inadequate controls in place to ensure the accuracy, reliability,
and completeness of DUI cost-recovery billings. COMPLETED - JULY 2009.

All receivables currently in process will be subject to a 100 percent field inspection. The
inspection's comprehensive review procedures are designed to further ensure the accuracy,
reliability, and completeness of DUI cost-recovery billings.

FINDING 3 - Poor communication resulted in significant underbilling of DUI cost-
recovery during 2005. COMPLETED - FEBRUARY 2009.

The State Controller's Office did not provide any recommendation regarding this finding. All
new legislation is now reviewed by FMS to ensure we are aware of any new legislation that will
impact CHP programs or policies.

FINDING 4 - CHP's collection efforts and activities appear to be highly ineffective.
COMPLETED _ JULY 2009.

The Department fully complies with State Administrative Manual regarding collection efforts
and has implemented SCO suggestions by providing reasons accounts are deemed uncollectible
and increasing the length of our collection agency contract to three years. The Department after
further analysis has decided against submitting invoices of less than $250 to collections and
Franchise Tax Board for ofßet, as it is not economically feasible, In addition, the Departmenl
has delegated authority from the Victim Compensation and Government Claims Board to write
off invoices of less than $250.



FINDING 5 - The CHP billings for witness fees and DUI cost recovery were late.
COMPLETED _ FEBRUARY 2009.

The Department agreed with this finding and has implemented the following corrective actions:
o FMS reviews the DUI cost recovery and witness fee billings when received from a field

offlrce.
¡ FMS prepares quarterly reports of all DUI billings received and the average time taken to

submit.
¡ FMS commander notifies the field office commanders and their respective division

commander quarterly of all DUI cost recovery and witness fee billings and date of
receipt.

o These reports are to assist division and field commanders in identifying and resolving late

reporting.
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California Highway Patrol:

It followed State Contracting Requirements Inconsistently, Exhibited Weaknesses in Its
Conflict-of-lnterest Guidelines, and Used a State Resource Imprudently

Recommendations:

Followed State Contracting Requirements Inconsistently:
. Provide a reasonable and complete justif,rcation for the purchases where

competition is limited, such as sole-brand or noncompetitive bid purchases.

Further, it should plan its contracting activities to allow adequate time to use the

competitive bid process or to prepare the necessary evaluations to support limited
competition purchases.

o Provide a complete analysis of how it determines the offered price is fair and

reasonable when it chooses to follow a noncompetitive bid process'

o The CHP should ensure that it fully documents its process for verifying that
potential bidders are able to bid according to the requirements in the bid
solicitation document.

Exhibited Weaknesses in Its Confl ict-of-lnterest Guidelines:

. Revise its employee statement regarding conflicts of interest to include employees

involved in all stages of procurement.

¡ Reexamine its reasons for developing the conflict-of-interest and confidentiality
statement for vendors, and ensure that this form meets its needs'

Used a State Resource Imprudently:

o To ensure that the use of state resources of a discretionary nature for the puryoses

not directly associated with the CHP's law enforcement operations receive

approval through the Office of the Commissioner, the CHP should develop
procedures for producing, approving and retaining written documentation
showing approval for these uses,



February 25,2008

Administrative Services Division
Bureau of State Audits Quarterly Audit Response

It followed State Contracting Requirements Inconsistently, Exhibited Weaknesses in Its
Conflict-of-lnterest Guidelines, and tJsed a State Resource Imprudently

Recommendations:

Chapter I - Followed State Contracting Requirements Inconsistently:

1. Provide a reasonable and complete justification for the purchases where competition is
limited, such as sole-brand or noncompetitive bid purchases. Further, it should plan its
contracting activities to allow adequate time to use the competitive bid process or to
prepare the necessary evaluations to support limited competition purchases. Further, it
should plan its contracting activities to allow adequate time to use the competitive
bidding process or to prepare the necessary evaluations to support limited-competition
purchases. (COMPLETE)

Response: The CHP's delegated purchasing authority from the Department of General

Services (DGS) requires noncompetitive bid purchases to have adequate file
documentation and approval. The CHP has incorporated that requirement to also include
all sole-brand purchases. Limited competition purchase documentation includes a

justif,rcation from the Office of Primary Interest (OPI) which is reviewed and approved

by the Purchasing Services Unit (PSU), Administrative Services Division Chief and

Assistant Commissioner Staff. The CFIP has also instituted the tracking of sole-

brand/sole-source purchases in its purchasing database and created a check list to ensure

complete procurement fìles.

The CHP is committed to including all internal and external parties at the earliest stages

possible of all procurements. This will help ensure that enough time is allowed and

complete evaluations are completed for all its purchases.

2. Provide a complete analysis of how it determines that the offered price is fair and

reasonable when it chooses to follow a noncompetitive bid process. (COMPLETE)

Response: The CHP makes every effort to identiff similar goods and provide an

evaluation as to why these similar goods are not suitable. The CHP will continue to
identify suppliers through Requests for Information/Interest advertised on the California
State Contracts Register. When no other suppliers can be identified, the CHP uses the
information gathered from similar goods to justifr that the cost is fair and reasonable.
These efforts will be fully documented within the procurement file.



3. To promote fair and appropriate competition for procurements: The CHP should
ensure that it fully documents its process for verifying that potential bidders are able to
bid according to the requirements in the bid solicitation document.

Response: Currently CHP, PSU verifies the potential bidder pool using the DGS Small
Business/Disabled Veteran Business Enterprise (SB/DVBE) website, on-line searches,
and speaking directly with the potential bidders. However, this process is not outlined in
its current desk procedures. The PSU will update its desk procedures to include this
process no later than July 2008.

Chapter 2 - Exhibited Weaknesses in Its Conflict-of-Interest Guidelines:

l. Revise its employee statement regarding conflicts of interest to include employees
involved in all stages of procurement.

Response: The CHP currently requires the CHP 78S, Conflict of Interest Statement -
Employee, to be completed by its employees involved in the writing of specifications and
evaluating of bids. No later than July 2008, CHP will revise its policy to specifrcally
address which procurements require the statement as well as which employees are

required to complete the statement.

2. Reexamine its reasons for developing the conflict-of-interest and conhdentiality
statement for vendors, and ensure that this form meets its needs.

Response: The CHP agrees that the current CHP 78V, Conflict of Interest and
Confidentiality Statement, only addresses the conhdentiality issue. No later than July
2008, CHP will revise the statement to include conflict of interest language and revise its
policy to specifically address which procurements require the new statement.

Chapter 3 - Broad policies for use of state's resources have led to some imprudent
decisions.

I . To ensure that the use of state resources of a discretionary nature for purposes not
directly associated with the CHP's law enforcement operations receives approval through
the Office of the Commissioner, the CHP should develop procedures for producing,
approving, and retaining written documentation showing approval for these duties.

Response: The CHP is clarifying policy to emphasize that state resources will only be
used for business pu{poses, exceptions must have written approval from the
commissioners off,tce, record retention will be clarified and appropriate action taken,
including reimbursing the state, when resources are used. All current policy has been
identified and a new General Order will be developed to emphasizethe importance of this
issue by July 2008.



J /,t/cÌ
60 Day Follow-up to Bureau of State Audit's Report Number 2007-lll

The Bureau of State Audit's report 2007-11 1 cited three findings. The following will
show each finding and the status of the Department's current corrective actions.

FINDING l: The California Highway Patrol did not consistently adhere to state

contracting requirements.

BSA Recommendation:

The Department should provide a reasonable and complete justification for purchases in
cases where competition is limited, such as sole-brand or noncompetitive bidding
purchases. Further, it should plan its contracting activities to allow adequate time to use

the competitive bidding process or to prepare the necessary evaluations to support
limited-competition purchases.

Response: The Califomia Highway Patrol has adopted a new documentation process

required for the sole-brand/sole-source purchases, In cases of limited competition, the
Department has established an authorization process through the Administrative Services
Division with hnal approval by the Assistant Commissioner, Staff.

This process will ensure the justification is complete and fully addresses the questions

asked in the State Administrative Manual Section 3555. Those questions are:

. What are the unique performance factors of the product?

. Why are these specihc factors required?

. What other products have been examined and rejected and why?

The Department has taken the same approach with noncompetitive bid documentation
process. The Department ensures the following four factors in its noncompetitive
justihcation are documented:

. Detailed information to support and justify the cost.

. Costs for similar goods and an explanation of any differences between the
proposed goods and similar goods.

. Special factors affecting the cost ofthe purchase.

. An explanation of why the costs are appropriate,

The Department also is tracking its sole-brand/sole-source purchases in its database.

BSA Recommendation:

The Deparlment should provide a complete analysis of how it determines that the offcred
price is fair and reasonable when it chooses to follow a noncompetitive bid process.

Response: The Department has inclucled in its check lists steps to ensure procurement
staff document their efforts to identiff similar goods and provide an evaluation as to why
these similar goods are not acceptable. Additionally departmental procurement staff will



60 Day Follow-up to Bureau of State Audit's Report Number 2007-lll

examine the California State Contracts Register to identifu suppliers and document those
examinations, When no other suppliers can be identified, the Department will use the
information gathered from similar goods to justifu the cost is fair and reasonable. All
efforts will be fully documented and retained within the procurement file.

BSA Recommendation:

To promote fair and appropriate competition for procurements the Department should
ensure it fully documents its process for verifyingthat potential bidders are able to bid
according to the requirements in the bid solicitation document,

Response: Currently, the Department's Purchasing Services Unit (PSU) verifies the
potential bidder pool using the Department of General Services Small Business/Disabled
Veteran Business Enterprise (SB/DVBE) website, on-line searches, and speaking directly
with the potential bidders. However, this process is not outlined in its currentäesk
procedures. The PSU will update its desk procedures to include this process no later than
July 2008.

FINDING 2: The California Highway Patrol has weaknesses in their conflict-of-interest
guidelines, and conflicts affected the state's motorcycle contracts.

BSA Recommendation:

To ensure that it informs employees about and protects itself against potentiaì conflicts o1'

interest, the Department should include as designated employees for filing the Form 700.
all personnel who help to develop, process, and approve procurements.

Response: The Department will amend its Conflict of Interest Code to clearly identify
those positions which meet the def,rnition of "designated employee" and subsequently
required those employees to complete a Form 700. The Department is working with Fair
Political Practices Commission to review and approve a code that will adequately address
any current def,rciencies.

BSA Recommendation:

To ensure that it informs employees about and protects itself against potential conflicts of
interest, the Department should ensure that it documents, approves, and reviews
secondary-employment requests annually in accordance with its policy.

Response: On November 9, 2007, a comm-net message was sent to all commanders
reminding them of the policy requirement to maintain a central listing of all approved
secondary employment requests within their command, and to review secondary
employment requests on an annual basis.

In accordance with policy, secondary employment requests are reviewed on an annual
basis by Internal Affairs Section in conjunction with the annual inspection of citizens'



60 Day Follow-up to Bureau of State Audit's Report Number 2007-lll

complaint investigations. A member of Intemal Affairs Section travels to each command
in the State and physically reviews the command's secondary employment requests for
compliance with policy. In 2008, these inspections will begin in April and will be
completed in November.

Furthermore, the Department is drafting policy which will make an approved secondary
employment request become null and void if the employee transfers to another command.
The employee will have to resubmit the request through their new command for approval.
This policy is anticipated to be effective by July 2008.

BSA Recommendation:

To ensure that it informs employees about and protects itself against potential conflicts of
interest, the Department should revise its employee statement regarding conflicts of
interest to include employees involved in all stages of procurement.

Response: The Department currently requires the CHP 78S, Conflict of Interest
Statement - Employee, to be completed by its employees involved in the writing of
specihcations and evaluating of bids. No later than July 2008, the Department will revise
its policy to specifically address all stages of the procurement process.

BSA Recommendation:

To ensure that it informs employees about and protects itself against potential conflicts of
interest, the Department should examine its reasons for developing the conflict-of-interest
and confidentiality statement for vendors, and ensure that this form meets its needs,

Response: The Department agrees that the current CHP 78V, Conflict of Interest and
Confidentiality Statement, only addresses the confidentiality issue. No later than July
2008, the Department will revise the statement to include conflict of interest language
and revise its policy tci specifically address which procurements require the new
statement.

FINDING 3: The California Highway Patrol's broad policies for using its King Air
aircraft may have led to some imprudent decisions.

BSA Recommendation:
To ensure that the use of state resources of a discretionary nature for purposes not
directly associated with the Department's law enforcement operations receives approval
through the Office of the Commissioner, the Department should develop procedures for
producing, approving, and retaining written documentation showing approval for these
USES,

Response: The Department is clarifying policy to emphasize that state resources will
only be used for business purposes. Exceptions must have written approval from the
Office of the Commissioner. Record retention will be clarihed and appropriate action



June 4,2008

Bureau of State Audits Quarterly Audit Response

It followed State Contracting Requirements Inconsistently, Exhibited Weaknesses in Its Conflict-of-
Interest Guidelines, and Used a State Resource Imprudently

Recommendations:

Followed State Contracting Requirements Inconsistently:

L Provide a reasonable and complete justification forthe purchases where competition is limited, such as

sole-brand or noncompetitive bid purchases. Further, it should plan its contracting activities to allow
adequate time to use the competitive bid process or to prepare the necessary evaluations to support limited
competition purchases. (COMPLETED)

2. Provide a complete analysis of how it determines the offered price is fair and reasonable when it
chooses to follow a noncompetitive bid process. (COMPLETED)

3. The CHP should ensure that it fully documents its process for verifuing that potential bidders are able
to bid according to the requirements in the bid solicitation document.

Respónse: Currently PSU verifies the potential bidder pool using the DGS Small Business/Disabled
Veteran Business Enterprise (SB/DVBE) website, on-line searches and speaking directly with the
potential bidders. However, this process is not outlirred in its current desk procedures. TIre PSL-l will
update its desk procedures to include this process no later than July 2008. IN PROCBSS.

Exhibited Weaknesses in Its Conflict-of-Interest Guidelines:

l. Reviseitsemployeestatementregardingconflictsofinteresttoincludeemployeesinvolvedinall
stages of procurement.

Response: The CHP curently requires the CHP 78S, Conflict of Interest Statement - Employee, to be

completedbyitsemployeesinvolvedinthewritingofspecificationsandevaluatingofbids. Nolatertharr
July 2008, CHP will revise its policy to specifically address which procurements require the statement, as

well as which employees are required to complete the statement. IN PROCESS.

2. Re-examine its reasons for developing the conflict-of-interest and confidentiality statement for
vendors, and ensure that this form meets its needs.

Response: The CHP agrees that the current CHP 78V, Conflict of Interest and Confidentiality Statement,
only addresses the confidentiality issue. No later than May 2008, CHP will revise the statement to
include conflict of interest language and revise its policy to specifically address which procurements
require the new statement. PARTIALLY COMPLETE - The CHP 78V has been updated and is

reflected in the recent revision to the Highway Patrol Manual (HPM) 1 1.I, Administrative Procedures
Manual, Chapter 22, Sewice Contracts/Letters of Agreement. The revision to include the updated CIìP
78V in HPM I 1.2, Material Management Manual, Chapter 7, Purchases, is in process.



December 8,2008

Bureau of State Audits Quarterly Audit Response

It followed State Contracting Requirements Inconsistently, Exhibited Weaknesses in Its Conflict-of-
Interest Guidelines, and Used a State Resource Imprudently

Recommendations:

Followed State Contracting Requirements InconsÍstently:

I . Provide a reasonable and complete justification for the purchases where competition is limited, such as

sole-brand or noncompetitive bid purchases. Further, it should plan its contracting activities to allow
adequate time to use the competitive bid process or to prepare the necessary evaluations to support limited
competition purchases. (COMPLETED)

2. Provide a complete analysis of how it determines the offered price is fair and reasonable when it
chooses to follow a noncompetitive bid process. (COMPLETED)

3. The CHP should ensure that it fully documents its process for verifuing that potential bidders are able
to bid according to the requirements in the bid solicitation document.

Response: Currently PSU verifies the potential bidder pool using the DGS Small Business/Disabled
Veteran Business Enterprise (SB/DVBE) website, on-line searches and speaking directly with the
potential bidders. However, this process is not outlined in its curent desk procedures. The PSU will
update its desk procedures to include this process no later than July 2008. (COMPLETED)

Exhibited Weaknesses in Its Conflict-of-Interest Guidelines:

L Revise its employee statement regarding conflicts of interest to include employees involved in all
stages of procurement.

Response: The CHP currently requires the CHP 78S, Conflict of Interest Statement - Employee, to be

completed by its employees involved in the writing of specifications and evaluating of bids. No later than
July 2008, CHP will revise its policy to specifically address which procurements require the statement, as

well as which employees are required to complete the statement. (COMPLETED)

2. Re-examine its reasons for developing the conflict-of-interest and confidentiality statement for
vendors, and ensure that this form meets its needs.

Response: The CHP agrees that the current CHP 78V, Conflict of Interest and Confidentiality Statement,
only addresses the confidentiality issue. No later than May 2008, CHP will revise the statement to
include conflict of interest language and revise its policy to specifically address which plocurements
require the new statement. (COMPLBTED)


